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Final agreement on the European Payments Union 
has been reached by the eighteen members of OEEC. 
The Union will come into force as of July 1, although 
the formal convention will not be signed before early 
August. Within fifteen days of the payments agreement, 
the percentage of trade among OEEC members freed 
from import quotas will be raised to 60 per cent. It is 
proposed that this figure be raised to 75 per cent at the 
end of the year. As of January 1, 1951, discrimination 
in the removal of import quotas among OEEC members 
will cease. It is reported that ECA will contribute $350 
million as initial operating capital. The Union will op- 
erate under the OEEC Council, which will name a seven- 
man management committee to supervise operations. A 
five-man appeal board of financial experts will hear dis- 
putes on discriminatory practices and report to the OEEC 
Council for decision. 

The United Kingdom, Belgium-Luxembourg, and 
Sweden have made grants to the EPU expressed in terms 
of initial positions of $150 million for the United King- 
dom, approximately $55 million for Belgium-Luxem- 
bourg, and an amount equal to the 1950-51 ECA allot- 
ment for Sweden. The Swiss quota has been increased 
above the amount suggested by the general formula so 
that Switzerland will be able to make larger advances to 
EPU. 

The countries with initial credit positions will be 
Austria ($80 million), Greece ($115 million), Iceland 





Monetary Reserves in March 1950 


In the first six months after the devaluations of Sep- 
tember 1949, the gold reserves of central banks and 
governments outside the United States, and short-term 
foreign dollar balances held in the United States, rose 
by $1 billion, to a total of about $15.7 billion. The cor- 
responding total at the end of 1945 was $20.5 billion. 
Of the increase between September 1949 and March 1950, 
$600 million was in gold and $400 million in dollar bal- 
ances. The upward movement appears to have con- 
tinued in the second quartet of 1950. 

The increase in the six menths ended last March was 
very unevenly distributed as between countries. The gold 
and dollar assets of the combyned sterling area, which 
had shrunk about $460 million turing the preceding six 
months, rose some $570 million. Switzerland, the Nether- 
lands, and Sweden accounted for marly the whole of the 
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European Payments Union Accepted 





($4 million), Netherlands ($30 million), Norway (be- 
tween $40 and $70 million—part as a loan from EPU), 
and Turkey ($25 million, as a loan). 

The EPU quotas of the participating countries, which 
form the basis for their borrowing and lending operations 
with the Union (see this News Survey, Vol. II, p. 397), 


are as follows: 





Country Million U.S. Dollars 
Austria 70 
Belgium-Luxembourg 360 
Denmark 195 
France 520 
Germany 320 
Greece 45 
Iceland 15 
Italy 205 
Netherlands 330 
Norway 200 
Portugal 70 
Sweden 260 
Switzerland 250 
Turkey 50 
Sterling area (excl. Iceland) 1,060 
Total 3,950 


Sources: The Financial Times, London, England, July 7 
and 8, 1950; The Wall Street Journal, New 
York, N.Y., July 7 and 8, 1950; The Journal of 
Commerce, New York, N.Y., July 10, 1950. 


increase of $240 million in the reserves of ERP countries 
other than the United Kingdom. Latin American gold 
and dollar assets rose $180 million, continuing the re- 
plenishment of reserves that had begun early in 1949, 

Gold output outside the United States and the U.S.S.R. 
is currently running at an annual rate of about $800 
million, and apparently a much larger part of the newly 
mined gold is now being added to official monetary re- 
serves rather than entering into hoards. In countries 
with considerable private hoards, some gold has re- 
portedly been dishoarded as a result of the fall in the 
price of gold that began to develop in the latter part of 
1949, 

The importance of the nonrecurrent aftereffects of 
devaluation upon monetary reserves diminished in the 
early months of 1950, and the reconstitution of the re- 
serves of many countries now appears to reflect, to a 
growing extent, a basic improvement in their balances 
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of payments. The drop in U.S. exports of goods and 
services from the abnormally high levels of recent years 
is a result not only of the recovery of agricultural and 
industrial production abroad, but also of the shifting of 
demand to nondollar sources of supply, to some extent 
because the devaluations have made dollar goods and 
services relatively more expensive, but primarily because 
many countries have tightened their restrictions. The 
rise in U.S. imports follows the resumption of large-scale 
purchases of raw materials at rising prices, particularly 
from the sterling area and Latin America. U.S. imports 
of manufactured goods from Western Europe have not 
yet expanded sufficiently to yield more dollars than be- 
fore devaluation. 

According to the Monthly Review of the Federal Re- 
serve Bank of New York, it is by no means clear how 
long the over-all reversal of trend in gold and dollar 
assets will continue. Despite their recent rise, foreign 
gold and dollar holdings are still too small to provide a 
reasonable margin of safety for nondollar countries. 
Source: Federal Reserve Bank of New York, Monthly 

Review of Credit and Business Conditions, New 


York, N.Y., July 1950. 


Europe 


Preferential European Tariffs 


Italy has proposed that the OEEC countries establish 
preferential tariffs among themselves, under Article 15 
of the International Trade Charter, by agreement with the 
other signatories of the General Agreement on Tariffs 
and Trade. 

Sources: The Wall Street Journal, New York, N.Y., July 
7 and 8, 1950. 


ECE Coal Allocations 


The United Nations Economic Commission for Europe 
announced on June 30 the allocation of 9.7 million tons 
of European coal and coke for delivery during the third 
quarter of 1950 to fifteen European countries and the 
Free Territory of Trieste. The distribution of an addi- 
tional 7.8 million tons of solid fuel scheduled to move 
under trade agreements was taken into account by the 
ECE governments in agreeing on this allocation. 

After the third quarter of 1950, formal allocations of 
coal and coke by the ECE Coal Committee will be dis- 
continued, because—for the first time since the war— 
European supplies of all qualities of solid fuel, except 
graded anthracite, appear to be ample to meet the import 
requirements of European countries. This is illustrated 
by the fact that European coal imports from the United 
States were reduced from 16 million tons in 1948 to only 
118,000 tons during the first quarter of 1950. By now 
Europe has regained its prewar self-sufficiency in solid 
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fuels, and European coal exports to overseas countries 

are steadily growing. 

Source: Information Center, European Office of the 
United Nations, Press Release, Geneva, Switzer- 
land, June 30, 1950. 


U.K. Reserves 


The Financial Times, commenting on the large increase 
in the gold and dollar reserves of the United Kingdom 
(see this News Survey, Vol. III, p. 1), points out that the 
Chancellor of the Exchequer stated that even the present 
reserves of over $2.4 billion are far below what is neces- 
sary, although $2 billion was once spoken of as the safe 
minimum. The latter figure, however, should not be 
interpreted as other than the absolute minimum necessary 
for working purposes; it was in no sense an estimate of 
what the United Kingdom thought it necessary to hold in 
order to meet possible increases in dollar prices or future 
falls in the dollar earnings of the sterling area. 

The Times says that the surplus of $180 million earned 
by the sterling area in its transactions with the dollar and 
gold currency areas during the second quarter resulted 
from the operation of the same forces that produced a 
surplus of $40 million in the first quarter (both these 
figures exclude ECA aid). One of these forces was the 
reduction in sterling area imports from the dollar area, 
which was caused partly by official restrictions and 
partly by the deterrent effect on buyers of the higher 
sterling prices of dollar goods since devaluation. But 
probably the greatest influence was the rise in exports to 
North America and other hard currency countries of raw 
materials produced in the sterling area, as American 
consumers bought steadily increasing quantities at rapidly 
mounting prices. This rise was of far greater importance 
than the increased sales of U.K. manufactures in dollar 
markets. 

Hopes for the future, it has been pointed out, must be 
tempered with a realization that the amount of Marshall 
Aid will soon fall considerably (this will not decrease 
the surplus discussed above, but it will affect the level of 
reserves) ; that the second half of the year is seasonally 
much less favorable for the sterling area’s balance than 
the first; that American business expansion, if only be- 
cause of physical limits, cannot go on forever; and that 
some of the sterling area countries may wish to buy more 
dollar goods. They have cut down those imports tem- 
porarily by an even larger amount than was planned; 
their attitude will in the long run be affected by the 
capacity of the United Kingdom to supply goods at com- 
petitive prices and on competitive terms. 

It is here, perhaps, that the United Kingdom’s greatest 
economic responsibility now lies. Its export industries 
must seek to make a /arger direct contribution to the 
sterling area’s dollar ‘eserves, but the heavier, and cer- 
tainly not the less important, task is to supply the needs 
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of the sterling area customers who switch from dollar 
sources of supply. In spite of the increase in reserves, 
the United Kingdom has not notably improved its own 
external payments position—its visible adverse balance 
in 1950 to date has been greater than it was in 1949. In 
addition, its sterling debts, especially to the sterling area, 
have been growing. Unless home demands are to be 
further curtailed—and that at a time when military needs 
are likely to make increased demands on the national 
output—the sterling area’s need for manufactured goods 
can be satisfied only by a further steady and rapid in- 
crease in production. The Times accordingly asks 
whether production in the United Kingdom can meet 
the strain put upon it by public welfare expenditure, 
private and public capital outlay, ordinary home con- 
sumption, and the export markets. If the export demand 
is not met, the sterling area buyers will in the end again 
turn to dollar sources of supply. 

Sources: The Financial Times, July 6, 1950, and The 
Times, July 6, 1950, London, England. 


U.K. Real National Product 


Unofficial estimates suggest that the real national 
product of the United Kingdom rose by 14 per cent be- 
tween 1946 and 1949. The calculations included an 
estimate of nonindustrial output, which appears not to 
have risen between 1946 and 1948, although in 1949 
there was a 3 per cent advance. 


Source: The Economist, London, England, July 1, 1950. 


U.K.-Mexico Trade Agreement 


The U.K. and Mexican Governments have agreed on a 
basis for the development of trade between the two 
countries. Provided that agreement is reached between 
buyers and sellers on such questions as price and quality, 
the United Kingdom will authorize the import of com- 
modities, mainly raw cotton, to a value of £4 million in 
the year ending June 30, 1951. Mexico has declared a 
corresponding readiness to use its good offices to ease 
the import of British goods into Mexico. 


Source: The Times, London, England, July 4, 1950. 
Regional Distribution of French Trade 


Trade returns for the first five months of 1950 indicate 
some important changes in the regional distribution of 
French foreign trade. As a supplier, the dollar area is 
gradually losing its importance. The United States and 
Canada supplied only 14 per cent of French imports in 
the first five months of 1950, contrasted with 22 per cent 
in the corresponding period of 1949. Dollar imports of 
coal and petroleum declined the most. At the present 
rate, dollar imports run at only 40 per cent of those in 
1949. The reduction of dollar imports was offset to only 
a small extent by an increase in sterling imports from 
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Australia, the Middle East, and the United Kingdom. 
There was, however, a marked increase in imports from 
such Western European countries as Italy, Belgium, 
Switzerland, and the Netherlands. 

The major development on the export side was a con- 
tinuation of the decline in the share of exports to French 
Overseas Territories. This share was 45 per cent in 1948, 
42 per cent in 1949, and 37 per cent in the first five 
months of 1950 (in 1938, it was only 28 per cent). Ex- 
ports to the United States and Canada were only $32 
million in the first five months of this year, which was 
practically the same as in the first five months of 1949. 
Exports to Germany and Argentina remained high; those 
to the United Kingdom, Italy, and Belgium increased 
moderately; while those to the Netherlands and other 
Western European countries declined. 

Source: Agence Economique et Financiére, Paris, France, 


June 20, 1950. 


Danish National Bank Discount Rate 


The Danish National Bank unexpectedly announced 
on July 4 a rise from 314 to 414 per cent in its discount 
rate. Although the Danish commercial banks are no 
longer rediscounting at the National Bank, they have 
followed this increase in the discount rate. The three 
principal banks in Copenhagen have raised the rate of 
interest to borrowers by 1 per cent and to depositors by 
1% per cent. The smaller banks and the provincial banks 
are making similar changes, although they had previously 
made certain changes in rates which, in part, anticipated 
the change in the official discount rate of the National 
Bank. 

The move is believed to be due to the fear that the 
coming into effect of the EPU may cause difficulties for 
the Danish balance of payments, and that Denmark 
might have to draw excessively on her credit quota with 
the EPU. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, July 7, 1950. 


Greek Import Program 


A preliminary Greek import program for the second 
half of 1950 provides for imports valued at the equiva- 
lent of US$64.9 million. Of this total, US$27.4 million 
worth of goods will be obtained through utilization of 
drawing rights on other ERP countries, as well as from 
countries with which Greece has clearing and payments 
agreements. Of the remainder, goods valued at US$18.4 
million are to be secured from sterling area countries, 
and goods valued at US$19.1 million from the dollar 
area. These planned imports do not include capital 
goods and quota-free imports. A definite import pro- 
gram, including a tentative estimate of liberalized im- 
ports, will be drawn up as soon as the 1950-51 ECA 
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share of Greece is made known. Capital goods imports 
will be covered by a separate import program. 


Source: Naftemboriki, Athens, Greece, June 26, 1950. 


West German Government Borrowing 


Short-term credits granted by the Bank Deutscher 
Lander to the Federal Government of Western Germany 
have increased rapidly in the last few months. Such 
credits, which were only DM 0.24 billion at the end of 
March, rose to DM 0.59 billion in April, DM 1.07 billion 
in May, and are believed to have increased further by 
almost DM 0.50 billion in June, thus reaching the statu- 
tory limit of DM 1.5 billion. These increases were caused 
in part by the transfer of certain fiscal obligations from 
the Lander governments to the federal government. The 
federal government had to assume responsibility for cer- 
tain social security payments and occupation costs im- 
mediately after the end of the first quarter of this year; 
various tax receipts, on the other hand, were still col- 
lected by the Lander governments, and were only gradual- 
ly transferred to the federal treasury. 

Increased credit demands of the government were also 
caused by a request from the ECA Administration to 
settle immediately certain counterpart fund obligations 
(amounting to a total of DM 605 million) for GARIOA 
and ECA shipments received in the past for which local 
currency payments had previously been deferred. 

It is reported that the federal government in the mean- 
time was able to restore a part of its statutory short-term 
credit line with the Bank Deutscher Lander by borrowing 
on collateral; the government obtained a loan from the 
bank by discounting DM 360 million 6 per cent Federal 
Railroad Bonds of 1949 and DM 200 million 514 per 
cent Reconstruction Loan Corporation Bonds. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, June 
28, 1950. 


Berlin Budget D-ficit 


The budget of Western Berlin for the fiscal year 1950- 
51, recently presented by the Lord Mayor to the City 
Parliament, shows a deficit of DM 650 million; expendi- 
tures are estimated at DM 1,568 million (of which 
DM 210 million are needed for unemployment relief and 
public works), while receipts are expected to amount to 
only DM 918 million. 

The Mayor reported that the city has been promised 
DM 300 million in emergency aid from Western Germany, 
but that a decision on a request for additional grants-in- 
aid, sufficient to cover the total deficit, has not yet been 
made, although negotiations with the West German Gov- 
ernment have been going on since last October. 

Latest reports from West German sources indicate 
that the Berlin budget is now being re-examined by the 
West German authorities. It seems that the transfer of 
certain welfare expenditures from the city budget to the 
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budget of the federal government is contemplated; this 

would eliminate a major portion of the Berlin budget 

deficit. 

Sources: Neue Ziircher Zeitung, Zirich, Switzerland, 
June 23, 1950; The Financial Times, London, 
England, June 30, 1950. 


New Czechoslovak State Bank 


The new Czechoslovak State Bank, created by a law 
of April 1, 1950 (see this News Survey, Vol. II, p. 360), 
began operations on July 3. At that time it took over all 
the rights and obligations of the National Bank of Czecho- 
slovakia, the Zivnostenska Banka, the Slovak Tatra Banka, 
and the Postal Savings System, as they existed at the 
close of business on July 1. Therefore, as of July 3, the 
National Bank of Czechoslovakia, which had been the 
country’s bank of issue since 1926, ceased to exist. 
Source: Hospodar, Prague, Czechoslovakia, June 29, 

1950. 


Middle East 


Customs Duties in Egypt 


The Egyptian Ministry of Finance has prepared a 
draft law, for approval by the Council of Ministers. The 
new law aims at encouraging domestic industries and 
economic development by reducing customs duties on all 
industrial and agricultural equipment and machinery. 
In addition, the Ministry recommends freeing wheat and 
corn imports from all kinds of customs duties in order 
to facilitate the task of reducing living costs. Since this 
customs reduction might reduce government revenues, 
the Ministry proposes that customs duties on certain 
luxury commodities, such as automobiles, cigarettes, and 
wrapping paper, be increased. 

Source: Al Ahram, Cairo, Egypt, June 26, 1950. 


IBRD Loans to Turkey 


Two loans, totaling $16.4 million, were made on July 
7 by the International Bank for Reconstruction and 
Development to the Government of Turkey. A $12.5 
million loan for the development of Turkey’s major ports 
is for 25 years, with interest at 314 per cent, plus a com- 
mission at the rate of 1 per cent which, in accordance 
with the Bank’s Articles of Agreement, is allocated to its 
special reserve fund; amortization payments will begin 
in 1956. A loan of $3.9 million, which will be used to 
finance the construction of grain storage facilities, carries 
an interest rate of 2% per cent (plus the 1 per cent com- 
mission) and is for 18 years; its amortization will start 
in 1954. 

The total cost of the two projects is estimated at $48.6 
million. The Bank’s loans will cover the cost of foreign 
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exchange required for the importation of equipment and 
materials and for engineering services. 
Source: International Bank for Reconstruction and De- 


velopment, Press Release, Washington, D.C., 
July 7, 1950. 


Economic Controls in Iran 


A bill drafted by Iran’s parliamentary economic com- 
mittee introduces the following changes into the Iranian 
exchange system: (1) Exporters may retain 100 per cent 
of foreign exchange proceeds earned from current ex- 
ports. (2) Exporters of Iranian nationality may import 
authorized goods equivalent in value to the rial value of 
the goods exported. (3) Customs export documents will 
serve automatically as import permits. (4) The Bank 
Melli shall purchase all foreign exchange currently 
earned and offered to it at a rate equivalent to that at 
which it stands ready to sell foreign exchange to importers. 
Newly established industrial units are also to be exempt 
from taxes and customs duties for a period of five years. 


Source: Ettéla’at, Teheran, Iran, July 1, 1950. 


lran-German Trade 


In order to overcome payments difficulties and to 
stimulate a return to the prewar trade pattern, a barter 
agreement, to expire on June 15, 1950, was signed last 
year by Iran and Western Germany. Because of the 
resulting increase of trade between the two countries, the 
agreement has been extended for another three months. 

Before the war, Germany purchased 29.7 per cent of 
Iran’s exports, while the United Stated purchased 8.2 
per cent and the United Kingdom 6.2 per cent. Of Iran’s 
imports, 25.5 per cent were received from Germany, 8.6 
per cent from the United States, and 8.2 per cent from 
the United Kingdom. In 1947, however, Iranian exports 
to Germany were negligible, while its imports from 
Germany had fallen to 0.5 per cent of total imports. 
According to the current year’s import quota for Iran, 
goods worth US$3,156,000 are to be received from 
Germany on a barter basis. 


Source: Ettéla’at, Teheran, Iran, June 26, 1950. 
Saudi Arabian Oil 


The Arabian American Oil Company has reached an 
agreement with the British Government which provides 
for relaxation of British exchange controls. Aramco 
will have the right to use sterling for some of its pur- 
chases abroad. Earlier the British Government refused 
to allow the company to make payment in sterling for 
goods and services acquired overseas. The company is 
also negotiating with Saudi Arabia to accept partial 
payment of the royalties in sterling. 

Source: The Wall Street Journal, New York, N.Y., July 
10, 1950. 


Israel’s Agriculture and Industry 


Under Israel’s 1949-53 development plan (see this 
News Survey, Vol. Il, p. 394), the agricultural area will 
be increased from 450,000 acres to 1,250,000, and the 
value of agricultural production from $97 million to $273 
million. Production in various branches of agriculture 
will not keep pace with the expected increase in popula- 
tion. For cereals, production will supply 21 per cent of 
domestic consumption, compared with 25 per cent in 
1949; for oilseeds, two thirds of consumption; for milk, 
eggs, and vegetables, the full amount. Meat output will 
satisfy 10 per cent more of the per capita demand than 
in 1949, 

The Government Investment Center has approved 30 
enterprises in accordance with the recent law which 
provides for tax exemption or reduction, import duties, 
foreign exchange convertibility privileges, and other ad- 
vantages for approved investors. A total of $8.5 million 
of private American capital is invested in these enter- 
prises. 

Source: Israel Economic Horizons, New York, N.Y., 


June 1950. 


Far East 


India’s Foreign Trade 


After continuous trade surpluses in the five months 
from November 1949 to March 1950, there was a deficit 
of about Rs 73 million in April in the Indian trade bal- 
ance. On the basis of increased export earnings in the 
months prior to April, however, the Indian Government 
has provided for more foreign exchange for imports 
during July-December 1950 than during January-June. 
The allocation has been increased for imports of ma- 
chinery, industrial raw materials, and essential con- 
sumer goods, including drugs. 

An important departure from the previous practice is 
the introduction of a long-term licensing scheme. While, 
in general, import licenses are valid for six months, 
licenses for some articles will be valid for 12 months. 
Sources: The Eastern Economist, New Delhi, India, June 

2, 1950; Embassy of India, India News Bulletin, 
Washington, D. C., July 5, 1950. 


Indian-U.S. Trade 


Since devaluation of the rupee, Indian exports to the 
United States have increased substantially, while in 1950 
India plans to limit dollar imports to 75 per cent of the 
1948 level. It is therefore expected that the dollar ac- 
count for the twelve months ended June 30, 1950 will 
be in balance, instead of showing a deficit of $140-150 
million as was foreseen by the Finance Minister last 
August. 

Source: The Financial Times, London, England, July 
7, 1950. 
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Indo-Pakistan Evacuee Property Agreement 


Through informal discussions between representatives 
of India and Pakistan, complete agreement has been 
reached on the question of movable property of evacuees. 
Apart from the general principle that displaced persons 
should be able to remove, sell, or dispose of their movable 
property without permit, an agreement has been reached 
on facilities to be given to displaced persons to deal with 
their property deposited in banks, for example, shares 
and securities and insurance policies. 

Source: Embassy of India, India News Bulletin, Wash- 
ington, D. C., July 5, 1950. 


Thai-British Rice Agreement 


The Thai Ministry of Commerce has announced an 
agreement with the United Kingdom for the sale of 
approximately 464,500 metric tons of rice to sterling 
area countries. This agreement, together with other rice 
export commitments, accounts for nearly all of Thailand’s 
expected 1950 export surplus of 1.2 million metric tons. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., July 3, 1950. 


China’s Exports 


The People’s Government in Peiping has announced 
that, as one measure to encourage exports, the tax on 
exported goods will be refunded. In April 1950, 
US$16.7 million worth of exports and US$16.5 million 
worth of imports were reported for the port of Tientsin, 
which was an improvement over the previous months. 
Sources: Ta Kung Pao, Hong Kong, May 28 and 30, 

1950. 


Hong Kong-U.K. Financial Settlement 


Certain financial matters between the British and 
Hong Kong Governments arising out of the war have 
been settled. Britain will stand behind the Hong Kong 
Government in respect of compensation claims made 
under the Defense (Compensation) Regulations for ships 
requisitioned under the Hong Kong Defense Plan in 
1941, and a sum has been credited to the government 
for this purpose. Hong Kong has agreed to pay £1 mil- 
lion to the United Kingdom toward the cost of the gar- 
rison in 1950-51, in addition to bearing the cost of cer- 
tain works. The Hong Kong Government will also meet 
claims by manufacturing firms for goods supplied 
through the War Supplies Board to India and Burma in 
1941, in cases where actual shipment or delivery for 
shipment can be established. The balance due to the 
Hong Kong Government after settlement of these and 
other claims has been fixed at £998,000, and this sum 
will be treated as Hong Kong’s contribution toward the 
cost of the garrison up to March 31, 1950, and as a final 
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settlement for stores supplied by the United Kingdom. 
Source: The Economist, London, England, July 8, 1950. 


Hong Kong-Japan Exchange Regulations 


The Hong Kong Government has announced that, 
effective as of May 22, 1950, exchange for the purchase 
of goods from Japan through the Colony’s “open account” 
will be granted freely to all approved traders. Exporters 
in Hong Kong may now retain the full amount of ex- 
change proceeds from exports to Japan, instead of sur- 


rendering 40 per cent of the exchange as heretofore. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., July 3, 1950. 


Taiwan Provincial Budget 


The 1950 budget of the Taiwan provincial government 
estimates that revenue and expenditure will be New Tai- 
wan Yuan 300 million each (US$60.2 million at the offi- 
cial rate). In the 1949 budget, revenue was NTY 80 mil- 
lion and expenditure NTY 74.1 million. 


Source: Far East Trader, New York, N. Y., July 5, 1950. 


Balance of Payments Yearbook 
1948 
and Preliminary 1949 


The Fund’s second Balance of Payments Year- 
book, containing individual balance of payments 
statements for 58 countries and regional statements 
for Europe and Latin America, will be available in 
July. The Fund’s first Yearbook, published in 1949, 
covers 51 countries for the years 1938, 1946, and 
1947. 

The data are presented according to a standard 
form that facilitates international comparison, and 
an analytic form which brings out certain basic 
characteristics of the country’s international posi- 
tion and shows how its balance of payments surplus 
or deficit has been financed. A section is devoted to 
a discussion of the principles underlying the balance 
of payments, and extensive explanatory and sup- 
plementary notes accompany the tables. 

In addition to the global balance of payments of 
each country with the world, the second Yearbook 
presents for about half the countries bilateral bal- 
ances of payments with the United States, the 
sterling area, and other significant geographic 
areas. 

Price for each Yearbook: $5.00 for library buck- 
ram bound volume, and $4.00 for paper bound 
volume. Payment may be made at approximately 
equivalent prices in the currencies of most countries. 


Orders and inquiries should be sent to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H St., N.W. Washington 25, D. C. 
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Indonesia’s Rehabilitation Projects 
Plans for 11 rehabilitation and reconstruction projects 
have been completed by the Indonesian Government, and 
are being submitted to the Export-Import Bank of Wash- 
ington in order to make use of the earmarked loan of 
US$100 million (see this News Survey, Vol. II, p. 249). 
The projects cover purchases of motor vehicles, materials 
for road construction, rolling stock and railway mate- 
rials, aircraft and parts, material for dock repairs, equip- 
ment for new power stations, telephone and telegraph 
equipment, timber and fishing equipment, and fertilizers. 
The total cost of the projects will be 1,258 million 
Indonesian guilders, of which about 401 million guilders 
(US$104 million at the official rate) will be needed in 
foreign exchange. Plans for industry and shipping 
projects have not yet been completed; it is estimated that 
such projects will cost 179 million guilders, and that 
121 million guilders (US$32 million) of foreign exchange 
will be needed. 
Source: Information Office, Republic of the United States 
of Indonesia, Report on Indonesia, New York, 


N.Y., June 30, 1950. 


Economic Mission to the Philippines 


A U.S. economic survey mission, appointed by Presi- 
dent Truman at the request of President Elpidio Quirino, 
is to study and report on the economic problems of the 
Philippines. The Honorable Daniel W. Bell, President 
of the American Surety and Trust Co. of Washington, and 
formerly Under Secretary of the Treasury, has been ap- 
pointed chief of the mission; and Major General Richard 
J. Marshall, President of the Virginia Military Institute, 
is deputy chief. The chief economist is Mr. Edward 
M. Bernstein, Director of the Research Department of 
the International Monetary Fund. 


United States and Canada 


U.S. Budget Deficit 


The budget deficit of the United States amounted to 
$3,122 million in the fiscal year ended June 30, 1950. 
Although it was larger than the deficit of $1,811 million 
for fiscal 1949, it was considerably below President 
Truman’s January forecast of $5,533 million. Expendi- 
tures increased less than one per cent over fiscal 1949 
levels, from $40,057 million to $40,167 million, while 
receipts fell from $38,246 million to $37,045 million, a 
decline of about 3 per cent. 

Source: The Wall Street Journal, New York, N.Y., July 
5, 1950. 


U.S. Construction in 1950 


Outlays for new construction in the United States are 
expected to total almost $26 billion in 1950, according 
to a recent estimate by the U.S. Departments of Com- 


merce and Labor. The estimate is 14 per cent above the 
revised total of $22.6 billion for 1949, and is based upon 
the expectation that the record rate of construction in 
the first half of 1950 will continue throughout the year. 
The Departments estimated that outlays for new housing 
will total about $10 billion, compared with $7.3 billion in 
1949. It is expected that 1,250,000 new dwellings will 


‘ be started, thus surpassing the 1949 record of 1,026,000 


and the previous record in 1925 of 937,000. 

New construction in the first six months of 1950 totaled 
$11.7 billion, compared with $10.0 billion in the com- 
parable period of 1949. Private residential construction 
was up 48 per cent, and total public construction 9 per 
cent. Private nonresidential building and public utilities 
construction declined slightly, while highway construction 
rose about 3 per cent. 

Source: The Wall Street Journal, New York, N.Y., July 
3, 1950. 


U.S. Employment 

Total employment in the United States in early June 
amounted to 61,482,000—the second highest figure on 
record and only slightly less than the peak reached in July 
1948. Between early May and early June, the increase 
amounted to 1,750,000. Although the large number of 
school graduates entering the labor force caused a rise 
in unemployment from 3,057,000 to 3,384,000, this 
factor was less effective in increasing unemployment this 
year than it has been in the past. 
Source: Department of Commerce, Labor Force, Wash- 


ington, D.C., July 7, 1950. 
Canada’s Gold and U.S. Dollar Reserves 


The Canadian Minister of Finance has announced that 
Canada’s gold and U.S. dollars totaled $1,255 million at 
the end of June. Since March 31, there had been an 
increase of $63 million, in contrast to a decline of $90 
million in the comparable period last year. Total reserves 
on June 30, 1949 were $977 million. 

There are several reasons for the improvement in re- 
serves: (1) exports to the United States this year have 
been at extremely high levels; (2) gold production has 
increased and shipments to the United States are sub- 
stantially higher than a year ago; (3) there has been an 
accelerated flow of U.S. risk capital to Canada and the 
discount on the Canadian dollar has discouraged outward 
movement of dividends from Canadian subsidiaries of 
U.S. companies. 

Source: The Globe and Mail, Toronto, Canada, July 6, 
1950. 


Latin America 


Mexico Repays Oil Loan 


A $10 million loan granted by the Export-Import Bank 
to Mexico in 1944 has been completely repaid, prior to its 





maturity in August this year. The loan was used by 
Petréleos Mexicanos to help in the construction of an 
oil refinery in Mexico City, with a capacity of 50,000 
barrels daily. The total cost of the refinery was $32.2 
million, of which $22.2 million was financed by Petrédleos 
Mexicanos and $10 million by the Export-Import Bank. 
Source: El Mercado de Valores, Mexico, D.F., June 26, 
1950. 


Nicaraguan Coffee Exports 


As of May 15, between 15 and 20 per cent of Nic- 
aragua’s estimated exportable coffee crop of 400,000 
quintals had not been sold. It was expected, however, 
that the entire crop would soon be disposed of. It ap- 
pears that a larger percentage than was at first realized 
had been sold prior to the sharp rise in world coffee 
prices. 

Slow coffee sales have brought a shortage of loanable 
domestic funds, since it is estimated that as much as 12 
million cérdobas (US$2.4 million) is tied up in the un- 
sold balance of the coffee crop. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., July 10, 1950. 


Export-Import Bank Loan to Colombia 


The Export-Import Bank of Washington has recently 
announced the extension of a $2.2 million credit to 
Instituto Nacional de Abastecimientos of Colombia, a 
semi-official corporation responsible for the development 
The credit will be 
used to obtain materials, equipment, and services in the 
United States for the construction of 14 grain treatment 
and storage stations in Colombia. Annual losses of grain 
in Colombia, due to lack of proper storage facilities, are 
estimated as exceeding $20 million; the new facilities will 
greatly reduce these losses. In addition, more adequate 
storage facilities are expected to reduce seasonal variations 
in prices and to save the foreign exchange previously 
required because of an insufficient domestic supply of 
rice and wheat. 


and conservation of food supplies. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., June 29, 1950. 


Colombia's Exchange Control 


On June 12, Colombia’s Exchange Control Board re- 
introduced Exchange Control Resolution No. 6 of April 
1, 1949, whereby authorizations for dollar exchange are 
to be issued weekly in an amount not exceeding Central 
Bank purchases for the previous week. This measure 
had been abolished in September 1949. The recent 
action has been taken to prevent further depletions of 
dollar reserves. 

Exchange will be granted in the following order of 
preference: service of the public debt, foreign obligations 
with irrevocable guarantee, royalties, salaries of foreign 
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technicians, payments for merchandise imported on 
credit, reimbursement of irrevocable credits, payments 
for merchandise imports not covered by irrevocable letters 
of credit, and remittances on insurance premiums. 

Exchange Control Board officials indicate that the 
application of this resolution will not be so strict as it 
was a year ago, since there is still no abnormal backlog 
and the danger point in dollar reserves has not been 
reached. The action is probably temporary, until such 
time as the volume of coffee exports becomes more 
normal. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., July 10, 1950. 


Bolivia and RFC Agreement 


Since the expiration of the contract between Bolivia 
and the RFC, which expired on December 31, 1949, a 
tentative agreement has been reached whereby the RFC 
will purchase about half of Bolivia’s tin exports, her 
principal source of exchange. A formal contract will be 
drafted and signed shortly. Bolivia will now be able to 
resume exports of tin to the United States. 


Source: The Journal of Commerce, New York, N.Y., 
July 11, 1950. 


Pakistan Becomes Fund and Bank Member 


The Articles of Agreement of the International Mone- 
tary Fund and of the International Bank for Reconstruc- 
tion and Development were signed on July 11 by the Am- 
bassador of Pakistan to the United States, on behalf of 
Pakistan. Pakistan’s quota in the International Monetary 
Fund is $100 million and its subscription to the capital 
stock of the Bank is 1,000 shares with a total par value 
of $100 million. The member countries of the Fund 
and Bank now total 48. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations preclude a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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1818 H Street, N.W. Washington 25, D. C. 
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